Abstract: The paper considers the level of competitiveness of two groups of Balkan countries. The first group consists of neighboring countries of the Republic of Serbia that are not members of the EU
share and, in the end, if they cannot stop the decline in competitiveness, they get squeezed out of the market.
The concept of country's competitiveness was first determined by Michael Porter in his study in 1990 (Porter, 1990) . In short, it is a country's ability to generate innovation in order to achieve or maintain an advantage compared to other countries in a number of key industries. Further studies show that, in the context of knowledge-based economies, countries should primarily develop specialization in order to achieve world-class living standards of their inhabitants (Huggins, 2005) .
The key criterion for the distinction of country's competitiveness from company's competitiveness is a place these entities have in the creation of economic value in society. Economic values are created by companies only, and the country can establish an environment that supports or hinders their activities.
Between the macro and micro level, there is a strong and direct correlation (Schwab & Porter, 2007; 2008) . A number of authors believe that the definition of competitiveness refers to productivity, which measures the value of goods and services per unit of factors produced in a particular territory (Krugman, 1996; Ketels 2003; Ketels 2006 ). According to these authors, competitiveness aims to achieve greater productivity, which affects the growth of living standards.
At the micro level, methodology for measuring competitiveness is generally agreed. The most commonly used indicators of companies' competitiveness are those referring to market share in a given moment or the change in market share of a microeconomic entity over time. Among other important indicators, there are indicators of profitability, sales trends on the domestic and international market, and evaluation of the company ability to maintain and develop itself on a long-term basis in terms of growing international competition.
At the macro level, analysis of the country's competitiveness factors is an increasingly important dimension of development policy, which is largely devoted to finding ways to improve the quality of key economic performance. Although it is obvious that the concept of country's competitiveness is essentially linked to its economic performance, the fact is that it is increasingly seen in relation to the country's relative position to other countries, and far less in terms of its accumulated wealth. A common feature of all the measures that determine the level of country's competitiveness is multi-dimensionality. As there is a huge number of variables affecting it, it is necessary to develop an appropriate methodology for generalization, with the purpose of emphasizing the factors that have the greatest impact on competitiveness (Zubović & Bradić-Martinović, 2013). It should be noted that a large number of economists are not interested in measuring the country's competitiveness (Schuller & Lidbom, 2009 ). They argue that companies have to be competitive, not the countries, because when companies cannot compete, they disappear (Porter, 1990 (Porter, , 1998 Krugman, 1994; Schuller, 2008) . On the other hand, the public and politicians are very interested in whether countries are competitive or not. To illustrate this, one of the goals of the Lisbon agenda of 2000 was that the EU becomes the most competitive world economy. The significance of certain groups of pillars of competitiveness depends on the country's stage of development (which is approximated by GDP per capita).
The first group of pillars (Basic requirements) is of the greatest importance for the least developed countries. In addition to Basic requirements, for countries at the middle development level (Serbia belongs to this group), Efficiency enhancers are important as well. Efficiency enhancers and Innovation and sophistication factors are of the greatest importance for the most developed countries (Figure 3) .
Theoretically speaking, according to the World Economic Forum methodology, all countries go through three primary and two transitional stages of economic development (depending on the realized level of GDP per capita, denominated in US dollars). According to the research results presented in the Global Competitiveness Report 2015-2016 (Schwab et al., 2014, p. 38) , the countries can be grouped into five groups:
• The first group consists of countries whose development is driven by basic requirements (the first stage of development). This group includes 35 countries.
• GCI is the basis for the international ranking of countries in terms of business climate. Although it brings benefits to international investors, its theoretical basis and aggregation procedure are subject of numerous disputes.
COMPARATIVE ANALYSIS OF THE COMPETITIVENESS OF THE OBSERVED GROUPS OF COUNTRIES
Research includes 10 Balkan countries, divided into two groups:
1. Non-EU neighboring countries of Serbia (Albania, Bosnia and Herzegovina, Macedonia, Montenegro, Serbia) and 2. EU neighboring countries of Serbia (Bulgaria, Croatia, Greece, Hungary, and Romania) ( Figure  4 ). The observed countries are at different stages of economic development (Table 1) . The GCI trend in observed non-EU countries in 2006-2015 is illustrated by a diagram based on Table  2 data ( Figure 5 ). It is evident that Montenegro shows the best results. It is followed by Macedonia, which is the only country with upward trend during the whole observed period. Serbia shows the most stagnant trend in the group. After initial rapid growth in competitiveness, Albania shows certain decline in the second third of the period, while Bosnia and Herzegovina shows significant and steady growth from 2010 to 2013, when significant drop in competitiveness occurred. Table 3 shows data on the GCI values for the second observed group consisting of EU neighboring countries of Serbia (Bulgaria, Croatia, Greece, Hungary and Romania) for the period 2006-2015. at the beginning of the period (Hungary, Croatia, and Greece) have experienced the largest decline caused by the economic crisis, which is particularly detected in Greece. None of these countries has managed to regain the starting position. On the other hand, Bulgaria and Romania have had the worst starting positions but they have managed to maintain a positive trend and achieve significantly better results compared to the beginning of the period observed. It should be noted that Romania, unlike Bulgaria, has experienced a significant decline in 2011 and 2012 but has managed to turn it into a rapid growth, especially in 2014. Visually it can be concluded that there has been a strong trend of convergence of competitiveness for observed groups of countries until 2012, when it started to weaken. This trend is caused on the one hand by stagnation in the values of competitiveness in the EU neighboring countries group, and mostly by significant increase in competitiveness in the non-EU neighboring countries group, on the other hand. Also it can be noticed that the average value of GDP per capita of the EU neighboring countries group mainly shows a downward trend, while the average value of GDP per capita of the non-EU neighboring countries group remains approximately at the same level. It can be concluded that in the aggregate, non-EU neighboring countries of Serbia have managed to offset the economic crisis by improving competitiveness of their economies. (Figure 8 ).
BASIC & EFFICIENCY FACTORS BASED COMPETITIVENESS AND INNOVATION & SOPHISTICATION FACTORS BASED COMPETITIVENESS OF THE OBSERVED GROUPS OF COUNTRIES
Since the GCI consists of three sub-indices, we assume that subindex A, Basic requirements, and subindex B, Efficiency enhancers, reflect the phenomenon of national competitiveness based on availability and efficient use of factors (Basic & Efficiency factors based competitiveness, B&E competitiveness), while subindex C, Innovation and sophistication factors, reflects national competitiveness generated by business innovation and sophistication (Innovation & Sophistication factors based competitiveness, I&S competitiveness).
We obtain the Basic & Efficiency factors based competitiveness by adjusting and normalizing average of the sub-indices A and B. Adjustment coefficient is determined on the basis of weights of each of the GCI sub-indices, depending on the achieved stage of development of an economy (Figure 3 ). On the other hand (Figure 10 ), although the EU neighboring countries group evidently has better results in terms of the basic competitiveness and in terms of Innovation & Sophistication factors based competitiveness as well, because of their stagnant trend the gap between this group of countries and non-EU neighboring countries group is narrowing.
Based on the previous analyses, it can be concluded that:
• Both groups of countries observed have a dominant Basic & Efficiency factors based competitiveness component in relation to Innovation & Sophistication factors based competitiveness.
• Group of non-EU countries shows a slight and almost parallel growth of both competitiveness components observed, while the EU countries exhibit the trend of mild divergence of these components, which is primarily caused by a decline in the value of Innovation & Sophistication factors based competitiveness.
• Trend of the average value of GDP per capita in the reporting period for non EU-group grows, while in the EU group it has a descending character.
To statistically check correlation between the growth rates of GDP per capita and the value of the two listed GCI index components, simple linear regression analysis is applied.
The following variables are included in the model:
-X1 -B&E competitiveness, as the first independent variable, -X2 -I&S competitiveness, as the second independent variable, -Y -GDP pc, as the dependent variable, -t -time.
Individual dependence of variable Y (GDP pc) on independent variables (variables X1, X2) is defined:
Y(t+n) = b0 + b1*X2(t)
where t is year, and n time lag between the dependent and independent variable. In our case, the time period for the observed groups is 10 years with a time lag of one year (n = 1). Results of simple linear correlation with non EU neighboring countries group show statistically significant and almost identical positive impact of both independent variables on GDP pc. However, there is also a very strong multicollinearity between the two dependent variables, which prevents the setting up of a simple multiple correlation model. One possible solution is to include a higher level of decomposition 
(GDP pc).
• non-EU group of countries base their competitiveness on a balanced impact of both defined competitiveness components, which is expected, considering that most of them are in stage 2 (when they basically rely on basic and efficiency factors). To initiate their transition to stage 3 (when they basically rely on efficiency and innovation factors), the primary goal of these countries is to increase the use of innovation potential through: a) development of an efficient national innovation system, b) involvement in regional and global innovation systems and c) establishment of a network for efficient knowledge and innovation exchange between various participants in the innovation process, both at home and at EU level, as well as globally.
• On the other hand, with EU group of countries, there is obvious exhaustion of Basic and efficiency factors based competitiveness capacity, as expected, because these potentials are mainly activated during the process of their accession to the EU. These countries further increase their competitiveness based on innovation and sophistication factors.
• Finally, obvious compatibility of these two groups of countries in terms of their joint development of innovative potentials must be noted, through fine-tuning and harmonizing innovation policies at regional level and their quicker integration into innovation trends in EU developed countries and other world leaders.
TWO PILLARS OF INNOVATION & SOPHISTICATION FACTORS BASED COMPETITIVENESS IN THE OBSERVED GROUPS OF COUNTRIES
For deeper consideration of Innovation & Sophistication factors based competitiveness, the values of their component pillars (pillars 11 and 12) were further compared, according to the GCI framework (the structure of these pillars is given in Figure 13 . Figure 14 shows that although non-EU countries show a significant lag of the component Innovation in relation to the component Business sophistication, there is a slight but constant growth trend of both components observed. Innovation shows slightly faster growth trend, reflecting the slow progress of this group of countries towards innovation-driven economies. This indicates the convergence potential of the 11 th and 12 th GCI pillars. In relation to them, GDP per capita records pronounced fluctuations over time, but its trend has a growing character. Figure 15 shows the time change of the observed indicators in the group of EU countries. The correlation of Business sophistication and Innovation in this group of countries also shows a significant gap (to the detriment of the component Innovation). There is a slight indication of their mutual convergence at the end of the period, but it is, unfortunately, the result of the fall of Business sophistication, rather than increase in Innovation. In the group of EU neighboring countries, what worries is the economic growth indicator (represented through GDP per capita), which, judging by the whole period observed, has a declining trend.
Based on the above analysis, the following conclusion can be drawn: Basic & Efficiency factors based competitiveness is still dominant in both groups of countries; Innovation & Sophistication factors based competitiveness, as non-dominant competitiveness (for both groups of countries observed) is largely based on Business sophistication. The implication of the above is that the weakest link in the "chain of national competitiveness" of the countries observed is the 12 th pillar, Innovation, whose potential has yet to be activated. The positive fact is that non-EU group of countries (which has the poorest innovative performance) still shows a slight but unmistakable growth trend of Innovation and Business sophistication, as well as their convergence.
BUSINESS SOPHISTICATION AND INNOVATION PILLAR INDICATORS IN THE OBSERVED GROUPS OF COUNTRIES, WITH SPECIAL FOCUS ON THE INDICATOR EXTENT OF MARKETING
The next section provides an overview of indicators of the 11 th and 12 th pillars of competitiveness in the period from 2006 to 2015.
Business sophistication indicator is the 11 th pillar, and includes factors that increase the efficiency of production of goods and services, which, through increased productivity, improves competitiveness of the national economy. The indicator refers to the quality of business networks, as well as operations and strategies of individual companies. Along with Innovation, this indicator is a key success factor in innovation-driven economies. Competitiveness of the observed countries is predominantly based on Basic & Efficiency factors based competitiveness. This implies the problem of underused potential of innovation and business sophistication for improving national competitiveness of both groups of countries observed. What partly encourages is the fact that non-EU group of observed countries (which are, in the European context, at the bottom, judging by the achieved GCI ranking) shows a slight but indisputable growth trend of both business sophistication and innovation at the national level.
Statistička analiza indicira moguću iscrpljenost potencijala B&E konkurentnosti kod EU group of countries i imperativ baziranja njihove konkurent- nosti na faktorima inovativnosti i sofisticiranosti. However, in the long run, the two groups of countries will be forced to refocus their future competitiveness on developing innovation and sophistication of their economies, as well as the wider community, towards which, by nature, innovation is directed (in the broad sense), as a future key development imperative.
U radu je istraživan nivo konkurentnosti dve grupe balkanskih zemalja. Prvu grupu čine zemlje iz bližeg okruže-nja Republike Srbije koje su nečlanice EU (Albanija, Bosna i Hercegovina, Makedonija , Crna Gora , Srbija) a drugu grupu čine pet zemalja članice EU (Bugarska. Hrvatska, Grčka, Mađarska i Rumunija). Period na koje se istraži-vanje odnosi se proteže od 2006. do 2015. godine. Nivo konkurnentosti zemalja sagledavan je putem vrednosti globalnog indeksa konkurentnosti Svetskog ekonomskog foruma. Pri tom je posebno sagledavana konkurentnost zemlje koju generiše posedovanje i efikasna upotreba faktora proizvodnje (Basic & Efficiency factors based competitiveness), s jedne i konkurentnost bazirana na osnovu inovativnosti i sofisticiranosti poslovanja (Innovation & Sophistication factors based competitiveness) s druge strane. Došlo se do zaključka da grupa ne-EU zemalja zaostaju po svim pokazateljima za grupom EU zemalja. Međutim, podaci u ispitivanom periodu otkrivaju izražen trend konvergencije konkurentnosti ovih grupa zemalja. 
